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Foreword 


This background paper has been prepared by the Canada Council 
with the assistance and guidance of a group of businessmen who 
acted as a planning committee for business and the arts, and whose 
names appear below.dt contains a brief outline of the needs of the 
arts in Canada and stresses the importance of the business role in 


their developmen 


ore importantly, it proposes concrete objectives 


for business support of the arts by 1980. 

In presenting this paper we realize that it is not the complete 
story, but we hope it will stimulate action on the part of business in 
favour of the arts. It is our conviction that in meeting the challenge 
proposed in this paper, business can make a profound and lasting 
contribution to the quality of life of Canadians. 
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Synopsis 


(1) The arts in Canada need increasing support to flourish. 
(2) Additional support can come from either governments or the 
private sector or an appropriate combination of both. 
(3) The private sector must play an important part in the support of 
the arts, in order to keep the thrust of our society private rather 
than public. 
(4) Corporations need information about the arts, communication on 
the arts, and a set of goals and objectives. 
(5) For this purpose, a group of business people, in association with 
the Canada Council, has developed: 
(a) astatus report of current probfems in the arts and the 
role played by private business; 
(b) a projection as to the future needs of the arts in Canada; 
(c) the role that the business community can play in relation 
to various levels of government in meeting such needs; 
(d) the objectives for the business sector that arise from the 
above; 
(e) some courses of action which could be immediately 
undertaken. 


1. Current Situation 


e Funding for the operational needs of the performing arts, museums 
and art galleries, and individual artists can be estimated at some 

45 million dollars for 1972/based on studies made by York University 
and the Canada Couneil. -: 

e The private sector’s share represented 5 million dollars in total, of 
which 3.5 million dollars came frcm corporations. 

e Capital funding of the arts is estimated at 20 million dollars a year 
but the ratio of private to government support Is not known. 

e Avery small number of visual artists in Canada can live from the 
present market for their works of art. 


2. Future Needs 


‘}.e Operating needs of the arts are expected to quadruple over a 


‘five- -year period to reach 175 million dollars by the early 1980's. 

e Capital requirements should remain at the current annual level of 
20 million dollars a year. 

e The future development of markets for works of art is essential. 


3. The Role of Business and Governments 


e A reasonable apportionment of the funds required to meet 
operating and capital needs is suggested as follows for the early 
1980's: 














Operating costs Capital costs 
(per capita) (percentage) 
Federal government $3 25% 
Provincial government $2 25% 
Municipal government $1 25% 
Private sector $1 50% 








e Corporate purchases of contemporary Canadian visual arts and 
corporate expenses directed to the arts are both areas of possible 
involvement for the business community. 


4. Objectives 


e In order to bridge the present gap in funding, corporate contri- 
butions to the arts must increase to 35 million dollars per year 

(25 operations, 10 capital) by 1980, which would represent Ye of total 
corporate donations at arate of 1% of pre-tax profits. 

e Corporations should be encouraged to include a 5% item in their 
furniture and equipment budgets for the purchase of works of art, 
and a1to1¥2% item on building costs for commissioning or 
purchase of major works. 

e Corporate expenses related to the arts can be encouraged by 
promoting an interaction between the business and arts 
communities. 


5. Courses of Action 


(1) Communication: by means of printed information, meetings, and 
speeches with both business and arts people. A first step in this 
process is a meeting of business executives, to be held June 6, 1974 
in Ottawa. 

(2) Research: on taxation, levels of expenditure and income, 

pilot projects. 

(3) Planning committee on business and the arts: to provide leader- 
ship, liaison, public relations, recommend research and evaluation. 
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| Introduction: Some Issues and Problems 


Art has flourished in most societies — and in every case it has needed 
substantial direct financial support. The outpouring of art in the 
Renaissance would have been impossible without the direct support 
of the Church, the state, and the few wealthy individuals not 
connected with either. Moliere could not have presented his plays, 
Bach could not have composed, Michaelangelo could not have 
painted without patronage. 

Since the patron was at the same time generally the source of 
funds and power in the society, the principle of patronage was never 
questioned. In the development of modern society, however, with its 
large and complex commercial and governmental institutions, the 
sources of patronage shifted, so that decisions are now no longer 
made by individuals who are at one and the same time satisfying 
their own artistic tastes and providing public support. 

Instead, the relative participation of private patronage has 
declined as governments and corporations have become the major 
sources of funds. As a result, decisions to support the arts have had 
to be justified socially or institutionally and without regard for the 
involvement in the arts of the individuals making the decisions. The 
bureaucrat must respond to the politician, who is reflecting voter 
attitudes and feelings; the corporate executive must respond to his 
shareholders, workers, and customers. These constraints have 
caused a relative vacuum in support; thus the present concern for 
the role of business in the arts. 

During this period box office and other direct-sale revenues 
have only partly filled the vacuum, and unless it is intended to return 
to the concept of an elite audience, direct revenues cannot be 
expected to solve the problem. 

In the late 1950s, governments in both North America and 
Europe began to be aware of the gap in patronage, and started to 
increase their Support for the arts, and they have continued to do so. 
They will only be able to meet the demand in future, however, if 
there is a dramatic shift toward more government control of 
cultural activities. 

Private corporations, controlling as they do a major block of 
the country’s wealth, are now the only other significant source of 
support. The people of Canada appear to want the flourishing and 
exciting level of artistic activity that this country is beginning to 
experience. Given that this should continue, either there will have to 
be a significant increase in corporate support or there will be 
pressure on the government to supply the needed funds, presumably 
through increased taxation. Since audience development has 
produced high percentages of box office capacity, and further 
growth will be made in less advantaged geographic and social areas 
not being adequately reached, audience revenues cannot be 
expected to provide any relative increase in funds. Individual 
patronage can only be expected to decline, given the likely trend in 


personal taxes. Current tax policy gives corporations a good deal of 
room for artistic Support but no direction or priority guidelines, and 
corporate executives tend to be uncomfortable when forced to make 
value judgements for the whole society. Priorities need to be 
established by group decision. With the extension of direct govern- 
ment activity into areas where corporate support has been going — 
health and welfare, for example — an examination and establishment 
of new priorities is particularly appropriate. 

Support for the arts is one more aspect of the increasingly 
important role of the corporation in modern life and.is a significant 
way for corporations to exercise social responsibility. Aside from the 
fact that it would be consistent with contemporary North American 
values to keep the essential thrust of our society private rather than 
public, this would be better for the arts. It would save them from 
being overly dependent on one source for their support. Strong and 
positive development of the arts is much more likely if there are a 
number of major sources of support. 


ll The Current Situation 


1: 


Performing arts institutions 


While subsidization problems are to be found all through the arts, 
the extent of the problem is more clearly seen in the affairs of 
performing arts companies, for which some good data is available 
from a study of a group of 29 organizations that have been receiving 
operating support from the Canada Council for at least the past six 
years. Expressed in index terms with fiscal year 1966-67 equalling 
100, the 1971-72 index of operating expenses for these companies 
stood at 201. 


Figure 1 


Sales income and operating expenditures of 29 performing arts 
organizations, 1966-67 to 1971-72 
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Meanwhile the index of output of the performing arts 
“industry”, measured simply in terms of the number of performances, 
has risen to 162, while the attendance index has gone to 153. 

The index of total sales income (almost entirely box office 
revenue) has risen to 188, attributable in part to the increase in 
audience and in part to the rise in ticket prices. 

The difference between sales income and operating expenses, 
i.e., the total amount of grants and subsidies required to maintain 
solvency, has increased over the period, and in index terms stands 
at 214, the situation illustrated in Figure 1. 

Figure 2 shows Six years’ grants and subsidies from the 
Canada Council, provincial sources, municipal sources, and private 
donors. It is evident that the Canada Council has been bearing an 


Figure 2 
Grants and subsidies from various sources for 29 performing arts 


organizations, 1966-67 to 1971-72 
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increasingly large share of the burden. Provincial subsidy sources 
have maintained a growth rate almost identical to that of total 
subsidies, but municipal governments and the private sector have 
not been able to keep up with the needs, and hence have been 
bearing a diminishing proportion of the total subsidy. 

From 1963-64 to 1970-71 there was a significant growth 
in private support from $1.4 million to $3.0 million. However, this 
represented a decline in percentage terms from 34% of the total 
subsidy dollar in 1963-64 to 15% in 1970—-71.* 

Our category private donations includes money donated by 
individuals as well as corporations. Unfortunately figures from the 
29-organizations study do not subdivide the category. It has been 
estimated, however, that corporations have consistently given 
between 40% and 50% of all private support, but that corporate 
support as a percentage of all performing arts support has declined 
from about 16% in 1961-62 to 7% in 1970-71. 


2. Museums and art gaileries 


Comparatively little is known about artistic organizations in the 
visual and literary arts. Statistics Canada has data published on art 
museums and galleries in Museums, Art Galleries and Related 
Institutions, 1970 (Cat. No. 81-553, December 1972). A total of 65 art 
organizations responded to the survey, though not all answered 

all the questions. 

About one-third of the institutions reporting were under 
government authority (18% local, 138% provincial, and only 1% 
federal); 30% of them were under university authority; the remaining 
38% were either privately controlled or in the miscellaneous 
category. Nearly one-half of them had operating budgets of less than 
$20,000 and about one-fifth were in the over-$100,000 category. 

Only nine out of 66 made any charge for admission. Three-quarters 
of the total operating income of $6 million (for 52 institutions) 

came from government grants (41% federal, 25% provincial, and 

9% local), while donations from corporations and individuals 
accounted for 5%. The remaining 20% came from other unspecified 
sources, including earned income from direct admissions and other 
revenue producing activities. Nearly half the operating expenditures 
were for administrative and curatorial services; exhibit and extension 
programs took more than one-third. The salary bill was indicated 

as 75% of the total operating expenditures. 

Few conclusions about need can be drawn from data of this 
kind. There is, however, a great deal of anecdotal evidence that the 
country’s visual arts institutions need considerable improvement, 
doubtless at considerable extra cost, particularly with a view to 
making them accessible to a wider clientele. 





“Frank T. Pasquill, York University, “Subsidy Patterns for the Performing Arts in 
Canada”’, February 1973. 


3. Capital expenditures 


No comprehensive compilation of capital expenditures in the cultural 
field has ever been made. However, on the basis of knowledge of 

the major capital projects completed over the past five years and 
committed over the next five years, an annual expenditure of at least 
$20 million can be assumed. For example, the new Civic Centre 

in Hamilton represents $11 million by itself, the Manitoba centennial 
cultural building program $17 million, the proposed new Massey 

Hall in Toronto $20 million, the renovation and extension of the 
Montreal Museum of Fine Arts $6 million, and the construction of a 
new Glenbow-Alberta Institute in Calgary a further $9 million. 


Figure 3 
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4. Individual artists 


The economic circumstances of individual performing artists in 
Canada were the subject of a recent study by the Department of 
Manpower and Immigration, which concluded that “‘the mean 
income in 1971 of professional performing artists is $6,500, 
which was lower than that of the entire labour force ($6,905)”’. 
Furthermore it appears from the study that artists can spend only 
about 60% of their work time engaging in their “‘primary arts occu- 
pation’, |.e. working as a professional performer in music, theatre, 
or dance, and that for 16% of their time they are unemployed. 
These figures, based on a major study of over 1,000 per- 
forming artists, substantiate smaller studies and more fragmentary 
analyses which have consistently shown all classes of artists, not 
just performing, to have incomes below general working population 
averages, and far more substantially below skilled rates. In addition, 
taxation statistics show both the absolute low level and the relative 
decline over recent years of artists incomes, as shown in Figure 3. 
It seems clear that, by accepting economic reward far below what 
would normally be associated with their levels of talent and training, 
artists themselves constitute a source of subsidy to the arts. 
In effect they pay part of the cost of providing artistic activities to 
the public. 


5. Corporate giving to the arts 


In 1960, corporate donations amounted to $38.6 million or 1.0% of 
corporate profits before taxes. The corresponding figure for 1970 
was $59.7 million (0.8% of profits). The proportion decreased, while 
the absolute amount showed an average annual growth of 4.5% 
during that period. 

It is interesting to note that during the decade 1960-70 the 
comparable figures for corporations in the U.S.A. increased from 
10% tOmle2 oor 

At the same time as we in Canada were experiencing a decline 
in donations as a percentage of profits, the proportion of the 
donations that went to cultural activities increased from 2.1% to 
5.4%, or from 0.021% of profits to 0.044%. Of this amount, 61% was 
for operations and 39% for capital. On the other hand, the proportion 
of donations going to health and welfare activities dropped markedly 
from 52.6% to 42.6% — apparently evidence that corporations are 
withdrawing from fields they consider the responsibility of govern- 
ment. This should leave room for further gains in favour of the arts. 


Ill Future Prospects 


1. Requirements 


While aware of the risks involved in making forecasts on the basis of 
the continuation of past trends, we have ventured to extend our 


graphs (which deal only with the performing arts) for the years up 
to 1981-82. 


Projections of the operating expenses and revenue are shown 
in Figure 4. They indicate that by 1976-77 expenses will have 
reached $48.5 million, while sales revenues will have grown to $22.9 
million, the consequent differential amounting to some $25.6 million; 
Figure 4 


Operating revenues and expenditures, actual to 1971-72 and 
projected to 1981-82 
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for 1981-82 the projected figures are: 
expenses $97.5 million 
revenues $43.3 million 


differential $54.2 million 

Figure 4 shows the extrapolation without trend lines for the 
separate sources of revenue, because changes in these relations are, 
after all, the topic of the present discussion. The Canada Council 
would like to limit the rate of growth of its subsidy to the major 
organizations to make more funds available to encourage the new 
and innovative companies that are appearing every year. By new and 
innovative groups is meant companies that are providing a new 
service, either to an urban area which has not been exposed to a 
certain type of art form or to a rural or disadvantaged area which has 
not benefited from any kind of exposure to cultural activity. To judge 
by a study made by the Canada Council in the performing 
arts area, as much money is required for new organizations and 
innovative ventures as for the major organizations already covered. 
The result would be the creation of many professional theatre, dance, 
Opera, and music organizations in locations where none exist at 
present, and the provision of alternatives in large population centres. 
As a consequence there would be a significant increase in employ- 
ment opportunities for artists and a useful by-product in economic 
stimulation for their communities. We are convinced that the 
audience is ready and waiting. _ 

Presumably requirements for the visual arts and literature will 
be just as large proportionately. 

Our conclusion is that the funding of operations for the arts 
from all sources must quadruple by the beginning of the next decade, 
i.e., from an estimated level of $40—45 million in 1972-73 to $175 
million in 1981-82. In addition we would estimate conservatively at 
$20 million a year the amount required for capital projects in the arts. 





2. Corporate participation 
a. Direct giving to the arts 


To estimate the extent of future corporate philanthropy to the arts 

it is important to Know trends of corporate pre-tax profits and 
corporate giving generally. A study in 1972 by the Economic Council 
of Canada, The Economy to 1980; Staff Papers (p. 260) gives the 
following projections of corporate profits before taxes: 


Amount in $ million 
1960 ool2 


eG 1,364 
1980 207106 





This represents an average annual growth of 8.0% for the 
decade 1970-80 as compared to an average growth of 6.7% for the 
last decade. 

If this projection is accepted it should be possible to project 
donations as a portion of pre-tax corporate profits. Here are four 
ways of approaching a forecast, using different assumptions: 

(1) Donations by corporations grew at an average of 4.5% a year in 
the period 1960—70. At the same rate of growth, they would reach 
$93 million in 1980, or only 0.45% of pre-tax profits, compared with 
Orso 1n1970. 

(2) The share of corporate profits donated fell from 0.99% in 1960 
to 0.81% in 1970. Assuming it continued to fall in a straight line, by 
1980 the figure would be 0.63%. As a propoction of projected 1980 
profits this represents $131 million, for an average annual growth 

of 8.2% , compared with 4.5% in the 1960s. 

(3) Corporate donations took a smaller share of pre-tax profits in 
1970, but the reduction was primarily the result of a drop in donations 
for health and welfare activities. This reaction to government 
participation in the field could be assumed to have levelled off and 
corporation donations could be expected to remain at the 1970 level 
of 0.81% of pre-tax profits. In 1980 this would mean $168 million, 
indicating an average annual growth of 10.9% in the decade of 

the 1970s. 

(4) Given an increasing level of real affluence, corporate giving in 
Canada should follow the pattern of donations in the U.S. and 
increase as ashare of pre-tax profits — from 0.81% in 1970 to 1.0% in 
1980. This would produce a sum of $208 million, representing an 
average growth of 13.3% per year. 

How much of these donations will go to culture rather than 
other fields? In 1960 2.1% of corporate giving was for cultural 
activities while in 1970 it was up to 5.4%. A straight-line projection 
of that trend would support a figure of 8.7% in 1980, with the 
following consequences: 

Using assumption 

(1) $ 8.1 million 

(2) $11.4 million 

(3) $14.6 million 

(4) $18.1 million 
Note: However, a recent study has shown that corporate giving to 
the arts in 1972 has risen to approximately 12%. It is difficult to know 
if this represents a major shift in giving patterns or an accident 
for one year. 


b. Corporate purchase of visual arts 


Corporate giving is important for performing arts organizations, 
museums, and galleries but has little effect on the individual artist, 
particularly the visual artist, who has little chance of living from his 
art in present market conditions. If we estimate the number of 
professional artists in Canada at 2,500, a selling market of $50 to 


$75 million a year would be required to ensure them a decent living, 
that is, an average income of $10,000 after deductions of expenses. 
There are no figures on the current market level for contemporary 
Canadian works of art, but it is doubtful if it exceeds $5 million 

a year, including purchases through art banks and government 
commissions of works of art for new buildings. 

Many corporations have realized that the purchase of works 
of art by living Canadian artists can be an effective way of helping 
the arts and at the same time embellishing their environment and 
changing others’ views of them. We believe there may be certain tax 
advantages in the area of artistic support which are not fully known 
to corporations, particularly in the areas of purchase of works of 
art and services. Appendix C briefly mentions some of the federal tax 
provisions, and a more comprehensive and authoritative statement 
will be produced as soon as possible. 

There is also the question of the rate of obsolescence of 
works of art. It is obvious that the current market for art is conditioned 
by the widespread belief that a work of art is a durable good in 
which you invest for life or even, like market securities, for future 
capital gains. Clearly, though, not all works of art are masterpieces; 
itis possible that very little current art will be passed on to future 
generations. There would be some advantage to the creative artist 
and to the public if works of art, with some exceptions, were instead 
considered consumable goods. The depreciation allowance Is a 
good way to encourage a continuity of art purchasing. 


c. Corporate expenses directed to the arts 


There are many other ways tn which business can aid the arts while 
serving its own interests at the same time. The U.S. Business 
Committee for the Arts has published a pamphlet listing 126 ways for 
business to help the arts. Most fall in three categories: 

(1) contributing executive and professional talent to the boards and 
management of arts organizations, thus also becoming usefully 
involved in the community; 

(2) using the arts as a sound promotional field to meet 

corporate objectives; 

(3) providing arts organizations with services, training, space, and 
facilities at little cost to the corporations but of high value to the 
organizations. 


IV Proposals 


1. Corporate giving 


What should governments and the private sector do to meet the fund- 
ing needs of the arts, which we estimate will quadruple by 1981-82? 

While everything must be done to encourage increased 
funding by all three levels of government for continued support to the 
arts, we believe that there is little hope in the future of any relative 
rise in the ratio of Support by governments, faced as they are with 
enormous.demands for health and welfare, education, urban 
development, etc. On the other hand, significant progress has been 
achieved recently in the private sector where 12% of corporate 
donations went to the arts, and if this represents a new trend it should 
be possible to achieve even higher levels. 

In our estimation, if a proper balance is to be kept between 


public and private assistance, a significant shift of corporate giving to 


the arts is essential. For funding operation needs of the arts during 
the early 1980s, we believe that a formula such as the following 
would be realistic: 
Federal government: $3 per capita of population; 
Provincial governments: $2 per capita of population; 
Municipal governments: $1 per capita of population; 
Private sources: $1 per capita of population. 

This formula has the advantage that no sector assumes the 
responsibility of funding more than 50% of the needs. 

For funding capital requirements we believe that the private 
sector and municipalities could play a larger role and suggest the 
following proportions: 

Private sources: 50% ; 
Municipal funding: 25% ; 
Provincial and federal funding: 25%. 

Translated into dollar terms for business by the early 1980s 
this means that corporate giving would need to grow to some $35 
million ($25 million operations, $10 million capital) from slightly over 
$3 million in 1970. 


2. Corporate purchases of visual arts 


In asense this is a much easier method than direct corporate giving 
of assisting the development of the arts in Canada, since there 

is a visible and lasting return on the expenditure made. It is also 
easier to promote and administer, since it can be incorporated into 
the office furniture and equipment budgets of a corporation. 

/We believe that companies should make it a practice to include in 

\ their furniture and equipment budgets a percentage for the purchase 
~ of contemporary Canadian art. The federal government art bank 
administered by the Canada Council spends roughly 5% of the 


annual government expenditures for furniture and office equipment 
on the purchase of art. Corporations could use a similar ratio. 

In this context it would also be appropriate for corporations to 
introduce, on the model of the federal and most of the provincial 
governments, a policy for the commission or purchase of works of 
art when building a plant or an office. The ratios that are currently in 
use are 1% or 142% of the total capital expenditure. 


3. Corporate expenses directed to the Arts 


In this sector it is very difficult to suggest any kind of concrete 
proposal. It really comes down to a matter of attitude and imagina- 
tion. Much has been done by many companies in providing profes- 
sional talent and other services to arts groups, but generally a 
greater benefit could accrue to both sides if closer rapport between 
these two sectors was achieved on a local basis. 


4. Objectives 


a. Corporate giving to the arts 


We suggest that the best means to attain the objective of $35 million 


by 1980 is to increase the level of total donations to 1% of pre-tax 
corporate profits, and within that, to increase the proportion allocated 
to cultural activities to one-sixth. 


b. Corporate purchase of visual arts 


The objective is to increase the expenditure by corporations on 
contemporary Canadian art to 5% of their budgets for office furniture 
and equipment, and to 1% or 12% of large capital expenditures. 


c. Corporate expenses directed to the arts 


The objective is to encourage increased interaction between 
business and the arts community on a local basis. 


5. Courses of action 
a. Communication 


One of the fundamental problems regarding business support for the 
arts lies in a lack of Knowledge and understanding of the function 
and value of the arts in society and on the other side, of the possible 
benefits of corporate involvement in the arts. Meetings and dis- 
cussions between members of the arts and business communities 
could help bridge this Knowledge and attitude gap, in addition to 
having a flow of printed information and data available for reference. 
Arts organizations and associations could be extremely useful in 
sensitizing the arts community to the best ways to approach business, 


and in helping to builda better relationship between these 
two sectors. 

A first step in this process is a meeting of business people 
from across Canada which will be held in Ottawa on June 6, 1974. 
An afternoon session will endeavour to put the problems before these 
community leaders, and suggest objectives and courses of action. 
Using this meeting as a sounding board, it is hoped that a national 
seminar on Business and the Arts can be planned for 1975. 

In the meantime, a series of promotional activities (such as 
bulletins, speeches, meetings) will be undertaken by members of the 
business community and the arts sector to stimulate interest and 
provide information. 


b. Research 


Tied in with the communication process is the undertaking of studies 
and the analysis of information on the relation of the arts to the 
business community. Research on taxation regulations is essential, 
as is the collection of up-to-date figures on levels of expenditure 

and income in the arts, capital and operating costs, etc. Based on 
these statistics, pilot operations could be implemented in certain 
regions of the country to promote business participation. The 
Canada Council and the Department of the Secretary of State would 
share the responsibility for such studies at the national level with 
guidance from the business community. 


c. Planning committee on Business and the Arts 


We do not feel that a legally formulated business committee for the 
arts is necessary or desirable, since it often tends to diffuse the 
activities of the business sector into “committee work’’. However, it 
would be desirable to continue and expand the planning committee 
associated with the Canada Council, which met for the first time 

in November 1973. This core group of business people from various 
interests and geographical locations would serve as a focus for 
leadership, liaison and public relations for the business community, 
would provide guidance to artistic groups and to government 
agencies, would recommend research projects and would undertake 
the evaluation of progress towards the established objectives. 

This committee would maintain an association with government 
institutions but would act independently. 
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1968. 
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Appendix B: The United States 
Business Committee for the Arts 


The Business Committee for the Arts is a U.S. national organization 
of business leaders which was created to encourage business and 
industry to assume a greater share of responsibility for the support, 
growth and vitality of the arts. In 1966, David Rockefeller, speaking 
to the Conference Board, gave his full and active support to the 
conclusions of a Rockefeller Panel report on the arts which 
identified the need for such an organization to stimulate corporate 
support for the arts. The response from business was immediate and 
enthusiastic and in 1967 the B.C.A. was formed with the 

following objectives: 

(1) to obtain and interpret research and statistical analysis 
pertaining to Support of the arts for the information and use of the 
business community. 

(2) to provide expert counselling services for business firms 
interested in initiating programs pertinent to the arts or expanding 
existing ones. 

(3) to maintain a nationwide program of public information to keep 
corporations informed of existing opportunities for support of the 
arts and to apprise the artistic community of what corporations are 
doing in this field. 

(4) to assist cultural organizations to increase their effectiveness in 
obtaining support from business and industry. 

(5) to encourage the active participation of businessmen in groups 
concerned with advancement of the arts. 

(6) to help raise the level of corporate support of the arts through its 


programs of activity. . ; 
B.C.A. was organized to bring the arts and business com- 


munities into close and fruitful relations with one another and to 
increase the number and value of alliances of the arts and business 
without directly dealing with funds for any specific arts group. 
Its members and staff help to organize local, statewide and regional 
conferences to discuss the benefits that accrue to business from a 
flourishing community artistic life, and to learn more about the 
problems that arts organizations and artists in the community may be 
facing. They also advise arts and business organizations individually 
about the processes involved in receiving and giving support. 
B.C.A. also publishes newsletters, books, and pamphlets, all designed 
to provide current information on all aspects of the emerging 
alliance of business and arts. Its most important program is the 
nationwide multi-media campaign to generate public interest in, 
and appreciation of the arts. 21 
U.S. corporations’ philanthropic contributions have shown 
steady increases in the long run. In fact, measured in five year 
periods, contributions as a percentage of pre-tax income Nave in- 
creased from 0.99% in 1956-60 to 1.18% in 1966-70. In absolute 
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terms 1.18% represented an average annual contribution of $945 
million. This philanthropy is directed to Health and Welfare, 
Education, Civic and Cultural projects. Culture’s share in this 
philanthropy has increased from 2.8% in 1965 to 4.9% in 1968, to 
5.3% or $56 million in 1970. In addition, business expense money 
flowing to the arts was about $54 million in 1970. 

As the B.C.A. is not directly involved in fund-raising, it is not 
possible to measure precisely the extent of its contribution to this 
improvement. Its promotional program is certainly important in 
keeping business leaders informed of these issues and in providing 
ideas for their consideration. 


Appendix C: Income Tax, 
Business and the Arts 


Business as a taxpayer and a patron of the arts is naturally 
interested to ensure that its contribution to culture receives some 
measure of tax relief. There are two avenues which can be used by 
the taxpayer under the present tax legislation. 

First, in computing income the taxpayer may deduct business 
expense items. There are a number of criteria which are used to 
ascertain whether a payment or transfer is a business expense: 

(1) There is the general provision that evan though expenses are 
otherwise deductible, they will only be allowed to the extent that the 
outlay or expense was reasonable in the circumstances. 

In addition to this general overriding criterion, an expense or 
outlay must meet the following additional criteria: 

(2) it was incurred by the taxpayer for the purpose of producing 
income from his business; 

(3) it was of a current, rather than of a capital nature; 

(4) the income produced would be taxable income; 

(5) it was not a personal expense. 

Nevertheless, there are specific exceptions to criteria 2, 3 and 
5 which enable the following to be claimed as a business expense: 
(a) capital cost allowance upon equipment and furniture at a rate of 
~ 20% of the diminishing balance per year; 

(b) capital cost allowance upon motion picture films at 60% of the 
diminishing balance per year; 

(c) the landscaping of grounds surrounding rental or business 
premises. 

This list is not exhaustive but was selected on the basis of its 
relevance to business support of the arts. 

Second, when ascertaining his taxable income, a taxpayer 
may deduct, up to a maximum of 20% of his income, gifts made to 
registered Canadian charitable organizations. Moreover, there is a 
one year carry over privilege to the extent that donations ina 
particular year exceed the 20% limit. 

Promotion or sponsorship of an artistic event or artists 
exhibitions depend very much upon the interpretation of whether 
“the outlay or expense was reasonable in the circumstances”. 

The tax authorities naturally are cautious when discussing 
generalities, and because of the highly technical nature of the 
subject, it is wise to limit consultation to specifics, or to seek 
professional advice. 
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